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FARM  COSTS  STUDIES 


This  report  is  part  of  a continuing  nationwide  study  of  costs  and 
returns  on  commercial  farms  and  ranches  by  type  and  size  in  some  of 
the  important  farming  regions  of  the  United  States.  The  study  is  con- 
ducted under  the  general  supervision  of  Wylie  D.  Goodsell,  Farm 
Production  Economics  Division,  Economic  Research  Service.  Ob- 
jectives, methodology,  procedure,  and  terms  are  uniform  for  all  areas 
covered  in  the  study. 

The  1966  costs  and  returns  studies  have  been  conducted  on  the 
following: 

Dairy  Farms,  Northeast  and  Midwest 

Corn  Belt  Farms 

Egg- Producing  Farms,  New  Jersey 

Broiler  Farms,  Maine,  Delmarva,  and  Georgia 

Cotton  Farms 

Tobacco  Farms,  Coastal  Plain,  North  Carolina 

Tobacco- Livestock  Farms,  Bluegrass  Area,  Kentucky  and  Penny- 
royal Area,  Kentucky- Tennessee 

Wheat  Farms,  Plains  and  Pacific  Northwest 

Western  Livestock  Ranches 

Summary  statistics  for  all  types  of  farms  in  the  study  are  presented 
in  a report,  revised  annually.  The  latest  such  report  was  published  in 
1966  and  is  titled:  "Farm  Costs  and  Returns,  Commercial  Farms,  by 

Type,  Size,  and  Location,"  Agriculture  Information  Bulletin  No.  230, 
Revised  1966. 

Information  on  the  studies  can  be  obtained  from  Farm  Production 
Economics  Division,  Economic  Research  Service,  U.S.  Department  of 
Agriculture,  Washington,  D.C.  20250. 


COST  AND  RETURNS 
WESTERN  LIVESTOCK  RANCHES,  1966 


Wylie  D.  Goodsell,  James  R.  Gray,  and  Macie  J.  Belfield1 2 

SUMMARY 

Although  production  conditions  in  1966  varied  considerably  on  Western 
livestock  ranches  (fig.  1),  prices  received  as  a whole  and  net  incomes, 2 
except  on  Northern  Plains  sheep  ranches,  were  favorable.  Range  conditions 
were  well  below  those  of  a year  earlier  and  below  normal  for  cattle  and 
sheep  ranches  in  the  Northern  Plains,  cattle  ranches  in  the  Intermountain 
area,  and  sheep  ranches  in  western  Utah  and  east-central  Nevada.  Condi- 
tions varied  from  12  percent  lower  on  Utah-Nevada  sheep  ranches  to  7 
percent  lower  on  Northern  Plains  cattle  ranches.  In  the  Southwest,  they 
were  only  moderately  above  1965  and  very  slightly  above  normal  on  cattle 
and  sheep  ranches. 

Net  ranch  production  varied  even  more  than  grazing  conditions  and 
ranged  from  an  increase  of  13  percent  from  1965  to  1966  on  Southwest 
sheep  ranches  to  a decrease  of  nearly  7 percent  on  cattle  ranches  in  the 
Northern  Plains.  Net  ranch  production  in  1966  was  above  the  1957-59 
average  on  all  but  the  cattle  ranches  in  the  Intermountain  area  where 
production  was  about  4 percent  below  1965  and  2 percent  below  the  1957  — 
59  average. 

Prices  received  for  products  sold  varied  from  little  or  no  change  on 
sheep  ranches  in  the  Northern  Plains  to  an  increase  of  14  percent  on 
cattle  ranches  in  the  Intermountain  area.  However,  prices  received  were 
only  5 percent  above  the  1957-59  average  on  the  Intermountain  cattle 
ranches,  whereas  they  were  11  percent  above  the  1957-59  average  on  the 
Northern  Plains  sheep  ranches.  In  1966,  prices  received  were  higher  on 
all  ranches  than  in  1957-59  by  at  least  5 percent.  But  prices  paid  for  pro- 
duction inputs  also  increased  in  1966,  ranging  from  5 to  23  percent  above 
the  1957-59  average  and  from  2 to  about  8 percent  above  1965. 

As  a consequence  of  these  production  and  price  combinations  in  1966, 
net  ranch  income  ranged  from  a decrease  of  10  percent  from  a year  ago  on 
sheep  ranches  in  the  Northern  Plains  to  an  increase  of  26  percent  on  sheep 
ranches  in  the  Southwest  (fig.  2).  On  the  Northern  Plains  sheep  ranches, 
net  ranch  production  decreased  by  nearly  3 percent  from  1965  to  1966, 
prices  received  remained  approximately  the  same,  and  prices  paid  in- 
creased by  5 percent.  In  contrast,  net  ranch  production  increased  by  13 

1 Agricultural  Economist,  Farm  Production  Economics  Division,  Economic  Research 
Service,  U.S.  Department  of  Agriculture;  Associate  Professor,  New  Mexico  State  University; 
and  Statistical  Clerk,  Farm  Production  Economics  Division,  Economic  Research  Service, 
U.S.  Department  of  Agriculture,  respectively.  The  New  Mexico  Agricultural  Experiment 
Station  is  a contributor  to  the  continuing  study  of  costs  and  returns  on  commercial  ranches 
in  the  Western  Region. 

2 For  definition  of  net  income  see  note  at  the  end  of  table  1. 
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percent  and  prices  received  increased  by  6 percent  from  1965  to  1966  on 
Southwest  sheep  ranches.  Prices  paid  increased  by  7 percent  on  the  latter 
ranches.  Net  ranch  incomes  for  1966,  1965,  and  the  1957-59  average, 

and  percentage  changes  in  income  for  these  typical  Western  livestock 
ranches  were  as  follows: 


Percentage  change — 


Average 

1957-59 

1965 

1966 

1957-59 

to 

1966 

1965 
to 

1966 

Cattle  ranches: 

Northern  Plains 

....  $5,249 

$7,599 

$7,549 

44 

-1 

Intermountain ......... 

11,409 

8,811 

9,982 

-13 

13 

Southwest 

7,410 

6,146 

7,293 

-2 

19 

Sheep  ranches: 

Northern  Plains 

....  10,603 

14,695 

13,217 

25 

-10 

Utah-Nevada 

....  18,414 

18,158 

17,872 

-3 

-2 

Southwest 

9,312 

11,778 

24 

26 

CATTLE  RANCHES 


Northern  Plains 

Production  conditions  deterio- 
rated on  cattle  ranches  in  the 
Northern  Great  Plains  during  1966. 
Excellent  conditions  in  January, 
February,  and  March,  especially  in 
northern  Wyoming,  were  replaced 
by  drought  conditions  starting  in 
June.  Spring  calving  conditions  and 
calving  rates  were  favorable.  How- 
ever, with  the  drought  in  summer 
and  fall,  live  stock  marketing  weights 
on  these  ranches  were  down  from  the 
1965  level.  Conditions  varied  con- 
siderably and  were  relatively 
poorest  in  Wyoming  and  best  in 
western  South  Dakota. 

In  1966,  prices  received  by  North- 
ern Great  Plains  cattle  ranchers 
were  the  highest  since  1 962  and  were 
11  percent  higher  than  in  1965. 

Despite  the  dry  weather  and 
shrinking  feed  reserves,  the  number 
of  breeding  cattle  on  Northern  Plains 
ranches  again  increased  in  1966. 
Cow  numbers  in  herds  increased 


substantially  during  the  year,  while 
reduced  numbers  of  heifer  yearlings 
and  calves  indicated  that  the  build- 
up in  herd  numbers  might  level  off 
in  1967. 

Favorable  spring  weather  in  1966 
encouraged  ranchers  to  plant  larger 
acreages  of  hays  and  grains.  How- 
ever, the  dry  summer  tended  to  re- 
duce yields  of  some  crops.  Per 
acre  yields  of  native  hay  harvest 
were  reduced  to  the  lowest  level 
since  1961,  and  total  production  was 
well  below  average.  Yields  were 
higher  than  in  1965  for  corn  and 
wheat,  but  lower  for  oats  and  barley. 
Substantial  acreages  of  grain  were 
cut  for  hay  when  the  grain  crop 
failed  to  mature  properly.  Feed 
grain  inventories  increased  during 
1966  as  ranchers  responded  to  re- 
ports of  reduced  national  supplies 
of  feed  grains.  Heavy  feeding  re- 
duced hay  inventories  on  these 
ranches. 
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Despite  lower  marketing  weights, 
higher  calving  percentages  and 


higher  cattle  prices  brought  about 
an  increase  in  cash  income  per 
ranch  in  1966.  The  average  gain  in 
inventory  of  crops  and  livestock 
was  reduced  to  about  a third  of  the 
1965  gain.  Ranchers  reacted  to 
higher  retail  prices  and  resorted 
to  the  use  of  ranch-grown  products 
where  possible. 

Total  cash  expenditures  increased 
moderately  on  these  cattle  ranches 
as  ranchers  paid  higher  prices  for 
labor,  replacement  livestock,  and 
machinery.  Real  e state  and  per sonal 
property  taxes  rose  from  the  1965 
level,  adding  to  the  continuing  long- 
term upward  trend  in  the  prices 
ranchers  pay  for  nonagricultural 
products  and  services. 

Higher  prices  received  for  cattle 
more  than  offset  lower  net  ranch 
production,  and  reductions  in  quan- 
tities purchased  partly  offset  higher 
prices  paid  for  the  many  items  used 
in  production,  so  that  net  incomes 
in  1966  were  about  the  same  as  those 
received  in  1965  (table  1).  Returns 
per  hour  to  the  operator  and  family 
for  their  labor  and  management  were 
reduced  from  those  in  1965. 
Ranchers  and  their  families  per- 
formed more  of  the  work  than  has 
been  the  case  since  the  early  fiftie s, 
partially  in  response  to  a substantial 
increase  in  wage  rates  to  hired  labor 
during  1966  and  to  the  difficulty  in 
getting  competent  help. 

Index  numbers  of  gross  ranch  in- 
come increased  while  those  of  net 
income  remained  substantially  the 
same  in  1966  as  in  1965.  Net  pro- 
duction as  well  as  production  per 
hour  of  labor  and  per  unit  of  input 
decreased.  Operating  expenses  and 
total  cost  per  unit  of  production  in- 
creased. About  half  of  the  11  index 
points  gained  in  prices  received 
was  offset  by  a 6-point  increase  in 
prices  paid. 


Intermountain  Region 

Net  ranch  income  in  1966  on 
typical  cattle  ranches  in  the  Inter- 
mountain area  averaged  slightly  le  s s 
than  $10,000  per  ranch  (table  1). 
This  was  approximately  $ 1 ,200  per 
ranch  higher  than  in  1 965  but  slightly 
more  than  $1,400  below  the  1957-59 
average.  It  was  the  highest  in  the 
last  3 years. 

The  higher  average  ranch  income  s 
in  1966  compared  with  1 964  and  1 965 
were  due  almost  entirely  to  higher 
prices  received  for  a slightly  larger 
volume  of  cattle  sold.  The  quantity 
of  cattle  sold  in  1966  exceeded  the 
quantity  sold  in  1965  by  a very  slight 
amount,  but  was  nearly  14  percent 
higher  than  in  1964.  In  1966,  prices 
received  for  calves  averaged  about 
$26.20  per  hundredweight  compared 
with  $22.60  in  1965  and  $19.50  in 

1964.  The  1966  prices  represented 
an  increase  of  about  1 6 percent  from 

1965.  From  1965  to  1966,  prices 
received  for  long- yearling  steers 
and  heifers  increased  by  9 percent 
and  prices  received  for  cows  in- 
creased by  22  percent.  The  number 
of  beef  cows  and  heifers  of  breeding 
age  sold  remained  about  the  same 
as  in  1965  despite  the  big  increase 
in  prices  offered  for  these  animals. 
The  number  of  brood  cows  and 
heifers  in  the  ranch  inventory  re- 
mained about  the  same  in  1966  as  in 
1965,  indicating  that  ranchers  were 
hopeful  of  good  days  ahead  and  were 
reluctant  to  sell  breeding  animals 
despite  a substantial  increase  in 
prices  offered.  The  year-end  inven- 
tory in  1966  of  cows  and  heifers  of 
breeding  age  was  slightly  higher 
than  the  beginning  inventory,  and 
nearly  a fourth  greater  than  the 
1957-59  average. 

Cattle  ranches  in  the  Intermoun- 
tain Region  are  cow- calf- yearling 
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Table  1. — Costs  and  returns.  Western  cattle  ranches,  1965  and  1966 
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Note:  The  information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of 
ches . Net  ranch  income  is  the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  managemen 
the  ranch  and  return  to  total  capital.  No  allowance  has  been  made  for  payment  of  rent,  interest,  or  mortgage. 


operations  specializing  in  the  pro- 
duction of  feeder  calves  and  year- 
lings which  are  sold  in  the  fall  at 
roundup  time  and  sent  to  neighboring 
valley  farmers  or  Midwest  farmers 
for  further  feeding  and  conditioning 
before  slaughter.  They  are  flexible 
operations  in  which  more  calve  s may 
be  carried  over  to  the  next  year  if 
price  prospects  are  good,  and  if  feed 
supplies  (roughage  and  pasture)  are 
adequate  or  may  be  obtained  at 
reasonable  prices.  If  these  pros- 
pects are  not  favorable*  then  more 
calves  are  sold  in  the  fall.  In  these 
operations*  practically  100  percent 
of  the  income  is  from  the  cattle 
enterprise.  Therefore,  changes  in 
forage  and  range  production  and 
prices  received  for  cattle  and  calves 
largely  determine  the  net  returns  to 
the  operators. 

Range  conditions  and  grazing  ca- 
pacity of  ranges  varied  considerably 
in  1966  in  this  fairly  large  area. 
The  pattern  of  range  conditions  in 
1966  was  almost  the  opposite  of  that 
of  a year  earlier.  In  1 965,  range  con- 
ditions were  relatively  poor  in  the 
early  part  of  the  year  and  then 
gradually  improved  and  were  best 
at  the  time  the  livestock  were  coming 
off  the  range  and  being  sold.  In  1 966, 
range  conditions  gradually  deterio- 
rated as  the  grazing  season  ad- 
vanced and,  particularly  in  southern 
Idaho,  central  and  northern  Utah, 
and  eastern  Nevada,  were  poorest 
at  roundup  and  marketing  time.  In 
western  Wyoming  and  we  stern  Colo- 
rado, range  conditions  held  up  during 
the  grazing  season  and  were  as  good 
or  better  at  roundup  time  than 
earlier  or  later.  For  the  area  as  a 
whole,  range  conditions  averaged 
well  below  the  averages  of  the  last 
few  years,  and  average  weights  of 
cattle  sold  in  1966,  though  slightly 
heavier  than  in  1965,  were  down 
slightly  from  the  last  few  years. 
In  1965,  market  weights  of  cattle 


in  this  area  were  the  lowest  in 
several  years. 

Crop  yields  averaged  lower  in 
1966  than  in  1965,  and  despite  a 
slightly  larger  acreage  of  total  hay 
harvested  in  1966  compared  with  a 
year  earlier,  total  hay  production 
on  these  ranches  averaged  about 
8 percent  below  the  1965  crop.  Late 
spring  frosts  and  weevil  infestations 
were  largely  responsible  for  re- 
duced hay  yield  in  many  localities 
in  the  area. 

Some  rancher  s reported  that  early 
storms  in  1966  and  slightly  poorer 
conditions  of  animals  at  calving  time 
compared  with  a year  earlier  pre- 
sented calving  problems.  The  num- 
ber of  calves  raised  in  1966  was 
lower  than  in  1 965,  de spite  a slightly 
larger  breeding  herd  in  1966  and  a 
lower  death  rate  of  calves. 

As  a result  of  these  production 
factors,  net  ranch  production  was  4 
index  points  lower  in  1966  than  a 
year  earlier.  The  index  of  net  ranch 
production  in  1966  was  about  2 per- 
cent below  the  1957-59  and  1963-66 
averages . 

Except  for  a small  feed-grain' 
acreage,  mostly  barley,  cropland  on 
these  ranches  is  used  for  the  pro- 
duction of  hay.  The  acreage  of  grain 
and  of  tame  hay  has  not  changed 
significantly  in  the  last  8 or  10 
years.  The  acreage  of  wild  hay  har- 
vested during  this  period  has  varied 
as  much  as  20  percent,  and  the  yield 
by  about  the  same  percentage.  In 
recent  years,  Intermountain 
ranchers  produced  from  220  to  250 
tons  of  hay  per  year.  This  is  less 
than  is  required  to  winter  the  cattle. 
Production  in  1966  was  around  225 
tons  and  below  that  produced  in  1 965. 
With  this  lower  production  of  hay  in 
1966,  and  a breeding  herd  similar 
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to  that  in  1965,  these  ranchers  in- 
creased substantially  their  pur- 
chases of  hay  in  1966,  compared 
with  a year  earlier.  The  price  paid 
for  hay  in  1966  averaged  about  5 
percent  higher  than  a year  earlier; 
total  expenditures  for  hay  purchased 
were  nearly  75  percent  greater  than 
in  1965,  and  except  for  wages  paid  to 
hired  labor  was  the  largest  single 
item  of  expense.  Grazing  fees  to 
operate  on  the  public  domain  are 
tied  to  prices  received  for  cattle 
and  vary  directly  with  them.  Total 
expenditures  for  feed  including 
grazing  fees  were  around  42  per- 
cent higher  in  1966  than  a ye^r 
earlier. 

Total  ranch  expenses  in  1966  were 
nearly  1 1 percent  greater  than  in 
1965,  Expenditures  in  1966  for  all 
major  groups  were  higher  than  a 
year  earlier  due  to  an  increase  in 
quantity  of  inputs  purchased  and  an 
increase  in  prices  paid  for  the  in- 
puts, Prices  paid  by  Intermountain 
ranchers  for  goods  and  services 
used  in  production  increased  by  4 
percent  from  1965  to  1966  and  the 
quantity  of  inputs  purchased  in- 
creased by  6 percent.  Prices  paid 
for  nearly  all  items  continued  to 
trend  upward  and  were  higher  than 
in  1 965. 

Southwest 

After  an  uncertain  and  somewhat 
hazardous  start  in  1966,  range  con- 
ditions improved  considerably  in 
most  portions  of  the  ranching  area 
in  the  Southwest.  Poor  range  condi- 
tions were  reported  in  west  Texas 
in  March  and  April.  Most  of  the 
region  experienced  fair  to  good  con- 
ditions beginning  in  July,  the  mid- 
summer rainfall  season  in  the  South- 
west. Ranges  in  Texas  at  the  end  of 
1966  were  generally  in  excellent 
condition  while  those  in  New  Mexico 
and  Arizona  were  dry.  Most  re- 


ports of  dry  ranges  and  poor  pro- 
duction during  1966  came  from 
eastern  New  Mexico. 

The  calf  crop  on  Southwest  cattle 
ranches  reached  a record  high  in 
1966- -85  percent.  Although  calves 
in  some  areas  did  not  receive  good 
starts  because  of  the  dry  spring, 
fall  market  weights  were  slightly 
higher  than  the  moderate  weights 
obtained  in  1965.  Prices  received 
for  cattle  were  favorable,  with  calf 
prices  the  highest  since  1959. 

High  cattle  prices  in  1966  and 
prospects  for  another  good  year 
encouraged  ranchers  to  keep  poten- 
tial breeding  animals  off  the  market 
and  to  increase  herd  sizes  again.  As 
a result,  cash  receipts  were  down 
moderately.  The  inventory  gain  in 
livestock  more  than  offset  the  re- 
duction in  cash  receipts.  Gross 
incomes  on  these  cattle  ranches 
were  the  highest  since  1962. 

Cash  expenditures  increased 
moderately  in  1966.  Higher  feed 
expenditures  in  eastern  New  Mexico 
were  offset  by  much  lower  expendi- 
tures for  feed  in  west  Texas.  Labor 
expenditures  increased  in  1966 
mainly  because  of  higher  wage  rates. 
Ranchers  increased  their  expendi- 
tures for  ranch  improvements  and 
for  machinery  and  related  vehicles 
in  1966. 

Net  incomes  were  higher  in  1966 
than  in  1965,  advancing  19  percent 
over  the  1965  average.  In  turn,  in- 
comes in  1965  were  less  than  for  the 
1957=59  average,  but  much  higher 
than  the  catastrophically  low  aver- 
age incomes  received  in  1964. 

Capital  investment  continued  the 
upward  trend  which  began  in  the 
early  fifties.  Increases  in  land 
prices  were  responsible  for  much 
of  the  increase  in  investment. 
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Around  80  percent  of  total  invest- 
ment per  ranch  was  in  land.  The 
per  acre  value  of  land  in  this  area 
in  1966  was  8 percent  higher  than 
in  1965.  Net  ranch  income  was  not 
sufficiently  large  to  permit  a charge 
for  capital  based  on  1 966  land  prices 
at  current  interest  rates,  and  still 
yield  a return  to  the  operator  and  his 
family  for  their  labor  and  manage- 
ment. 

The  index  numbers  of  gross  and 
net  ranch  incomes  advanced  sharply 
from  1965  and  the  1957-59  average. 

SHEEP 

Northern  Plains 

Sheep  ranchers  in  the  Northern 
Plains  livestock  area  experienced 
another  good  year  in  1966,  despite 
slightly  less  favorable  range  condi- 
tions than  prevailed  in  1965.  The 
lamb  crop  was  good,  and  the  rela- 
tively highprices  receivedfor  lambs 
in  1965  continued  through  1 966.  Wool 
prices  in  1966  were  about  4 cents 
per  pound  higher  than  in  1965  and 
the  highest  in  recent  years.  When 
the  wool  incentive  payments  were 
added,  the  total  wool  price  re- 
ceived in  1966  was  only  slightly 
higher  than  in  1965  and  the  highest 
since  1951.  Counteracting  the  favor- 
able price  situation  were  lower  lamb 
market  weights  and  fewer  animals 
sold  per  ranch.  The  liquidation  in 
sheep  numbers  per  ranch  that  started 
some  time  ago  on  ranches  in  the 
Northern  Great  Plains  Region  con- 
tinued through  1966.  However,  a 
noticeable  buildup  in  the  ewe  lamb 
replacements  during  1 966  suggested 
that  the  trend  might  soon  be  re- 
versed. 

Gross  incomes  were  the  same  in 
1966  as  in  1965,  with  ranchers  re- 
lying on  ranch- grown  products  and 


Net  production  per  ranch  and  range 
conditions  improved  slightly  in  1966. 
Production  per  hour  of  labor  de- 
creased somewhat  in  1966  while 
production  per  unit  of  input  remained 
the  same  as  in  1965.  Operating  ex- 
penses and  total  cost  per  unit  of 
production  increased  sharply  from 
1965  to  1966.  Prices  received  by 
ranchers  increased  around  12  per- 
cent from  1965  to  1966  but  prices 
paid  increased  8 percent,  thus  off- 
setting some  of  the  advantages  of 
higher  prices  received,  particularly 
for  cattle. 

RANCHES 

cutting  cash  outlays  where  possible. 
Inventories  of  crops  and  livestock 
were  increased  slightly,  with  much 
of  the  inventory  gain  occurring  in 
the  small  cattle  enterprise  main- 
tained on  many  of  these  ranches. 

Cash  expenditures  increased  about 
5 percent  in  1966  as  ranchers  were 
forced  to  purchase  more  feed  for 
their  bands.  Other  increases  in 
expenditures  were  for  livestock  re- 
placements, hired  labor,  and  taxes. 
Sheep  ranchers  did  not  replace  worn- 
out  machinery  as  in  previous  years 
and  thus  reduced  expenditures  for 
machinery  and  improvements.  Total 
operating  expenses  were  about  8 
percent  higher  in  1966  than  in  1965. 

Summary  indexes  of  production 
generally  were  higher  in  1966  than 
in  1965.  The  effort  to  maintain 
production  was  more  costly  in  1966 
than  in  1965  mainly  because  of 
poorer  range  conditions  and  higher 
prices  paid  for  production  inputs. 
The  return  per  hour  to  the  oper- 
ator and  his  family  for  their  labor 
and  management  in  1966  was  lower 
than  in  1965,  partly  as  a result  of 
higher  investment  and  higher  in- 
terest rates  charged  for  capital. 
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The  index  measures  of  expenses 
and  prices  demonstrated  the  gen- 
erally less  favorable  income  posi- 
tion of  Northern  Plains  sheep 
ranchers  in  1966  compared  with 
1965.  Operating  expenses  per  unit 
of  production  and  total  cost  per 
unit  of  production  were  substan- 
tially higher  in  1966  than  in  1965. 
A 1-percent  decrease  in  prices 
received  and  a 5-percent  increase 
in  prices  paid  for  production  inputs 
eliminated  the  favorable  price  mar- 
gin that  existed  in  1 965.  On  the  favor- 
able side  was  an  increase  in  pro- 
duction per  unit  of  input. 

Utah- Nevada 

Although  net  ranch  income  on  typi- 
cal 2-band  desert-operated  sheep 
ranches  in  western  Utah  and  east- 
central  Nevada  averaged  around  2 
percent  lower  in  1 966  compared  with 
1965,  1966  was  the  second  best  in- 
come year  in  8 years.  Net  income 
was  3 percent  below  the  1957-59 
average,  but  the  1964-66  period 
was  the  highest  consecutive  3-year 
period,  except  for  1950-52,  since 
this  study  began.  During  1950-52, 
lambs  sold  for  $26  per  hundredweight 
and  wool  brought  an  average  of  68 
cents  per  pound.  Prices  of  lambs 
and  wool,  including  incentive  pay- 
ments to  these  producers,  have  not 
averaged  as  high  since  that  time. 

Changes  in  several  important  pro- 
duction and  price  factors  from  1965 
to  1966  which  caused  the  change  in 
net  returns  to  these  speciality  sheep 
operators  were  not  all  in  the  same 
direction  and  for  the  most  part  were 
only  moderately  different  in  the 
2 years.  Small  as  the  changes  may 
appear,  they  generally  have  a sig- 
nificant effect  on  net  returns. 

Perhaps  the  greatest  percentage 
change  was  in  range  conditions 
which  declined  13  points  from  1965 
to  1966  (table  2).  In  1965,  range 


conditions  were  very  good  in  the 
critical  months  and  remained  rela- 
tively good  throughout  the  entire 
season.  In  fact,  at  marketing  time 
they  were  the  best  in  the  season. 
They  began  to  decline  in  April  1966 
and  were  substantially  lower  at  the 
close  of  the  season.  Although  the 
range  condition  index  was  relatively 
high  in  1 965,  particularly  at  market- 
ing time,  ranchers  reported  that  the 
grass  and  forage  was  so  succulent 
that  sheep  and  lambs  failed  to  put 
on  the  weight  they  would  have  done 
had  the  forage  been  less  succulent. 
Market  weights  of  sheep  and  lambs 
on  these  ranches  were  substantially 
unchanged  from  1965  to  1966.  Mar- 
ket weights  have  gradually  increased 
over  the  years  and  were  a record 
high  in  1965  and  1966. 

There  was  no  change  in  the  num- 
ber of  lambs  sold  in  1965  and  1966, 
and  with  less  than  a 50-cent  decline 
in  price  received  per  hundredweight 
of  lamb,  total  receipts  from  lambs 
declined  less  than  2 percent  from 

1965  to  1966.  However,  ranchers 
culled  heavier  ewes  in  1966  and 
receipts  from  the  sale  of  ewes, 
though  relatively  small  compared 
with  receipts  from  lamb  sales,  in- 
creased substantially  from  a year 
earlier.  This  occurred  despite  a 
14-percent  decrease  in  the  price  re- 
ceived per  hundredweight  of  ewes 
sold.  Total  combined  cash  receipts 
from  sales  of  sheep  and  lambs  were 
virtually  unchanged  from  1965  to 
1966,  but  the  size  of  the  breeding 
herd  at  the  close  of  1966  was  below 
that  of  a year  ago.  Thus,  the  live- 
stock inventory  was  reduced  in 

1966  (table  2).  To  operate  effi- 
ciently and  effectively,  Utah- Nevada 
ranchers  must  maintain  the  size 
of  unit  near  the  economic  unit 
or  reduce  it  substantially  and  then 
combine  with  some  other  operator 
with  about  the  same  number  of 
animals  to  make  up  an  economic 
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Table  2. — Costs  and  returns,  Western  sheep  ranches,  1965  and  1966 
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Note:  The  information  presented  here  is  on  an  owner-operator  basis  primarily  for  comparability  between  types  of 
ranches.  Net  ranch  income  is  the  return  to  operator  and  unpaid  members  of  the  family  for  their  labor  and  managemen 
on  the  ranch  and  return  to  total  capital.  No  allowance  has  been  made  for  payment  of  rent,  interest,  or  mortgage. 


unit.  This  requirement  accounts  for 
the  fact  that  the  average  size  of  herd 
per  ranch  has  varied  only  slightly 
over  the  years.  The  record  high 
number  per  ranch  in  I960  was  only 
6 percent  greater  than  the  number 
in  the  1966  beginning  inventory., 

The  lamb  crop  (percentage)  was 
slightly  higher  in  1966  than  in  1965, 
but  the  death  rate  of  lambs  was  also 
slightly  higher  in  1966.  The  death 
rate  of  mature  sheep  was  much  less 
in  1966  than  in  1965. 

Because  these  operators  rely 
heavily  on  the  public  domain  for 
winter  range  as  well  as  summer 
range,  crops  are  not  as  important 
as  they  are  to  operators  where 
heavier  winter  feeding  is  required. 
These  operator  s produce  a few  acres 
of  small  grains  and  around  50  or  60 
tons  of  hay  each  year.  Both  acres 
and  yields  of  crops  remained  about 
the  same  in  1965  and  1966.  Total 
net  ranch  production  declined  only 
1 percent  as  a somewhat  heavier 
wool  clip  per  animal  nearly  offset 
slightly  fewer  sheep  shorn. 

The  price  received  per  pound  of 
wool  sold  by  these  producers  aver- 
aged about  7 cents  higher  in  1966 
compared  with  a year  earlier,  but 
Government  wool- incentive  pay- 
ments per  pound  of  shorn  wool  sold 
and  wool  payment  for  unshorn  lambs 
marketed  averaged  lower  than  in 
1965.  Including  incentive  payments, 
the  1966  price  averaged  around  5 
cents  per  pound  higher  than  in  1965. 
The  overall  index  of  prices  received 
by  Utah-Nevada  sheep  ranchers  for 
products  sold  averaged  around  2 
percent  higher  in  1966  compared 
with  a year  earlier. 

Prices  paid  for  production  inputs 
continued  their  upward  trend  and 
were  a record  high  on  these  ranches 
in  1966.  They  averaged  about  2 per- 


cent higher  than  in  1965  and  20  per- 
cent higher  than  in  1957-59.  The 
total  quantity  of  inputs  purchased 
declined  very  slightly  from  1965  to 
1966,  and,  as  a consequence,  total 
cash  expenditures  remained  rela- 
tively unchanged. 

Southwest 

Lamb  and  wool  production  in  the 
Southwest  Region  is  concentrated 
in  southeastern  New  Mexico  and  the 
Big  Bend  area  of  western  Texas. 
Range  conditions  were  generally 
unfavorable  in  both  areas  in  early 
1966,  but  improved  in  May  in  Texas 
and  in  July  in  New  Mexico.  Sheep 
ranchers  reported  a corresponding 
gain  in  livestock  condition  at  the 
close  of  the  year.  Livestock  pro- 
duction rates  generally  followed  the 
seasonal  change  in  range  conditions. 
Early  spring  lamb  crop  percentages 
which  increased  from  79  percent  in 
1965  to  82  percent  in  1966  reflect 
the  favorable  fall  and  winter  pasture 
conditions.  Death  losses  of  mature 
sheep  were  lower  in  1966  than  in 
1965,  and  fall  lamb  weights  were  up 
3 pounds  per  head  over  the  1965 
level. 

Perhaps  two  of  the  most  dis- 
appointing factors  on  these  sheep 
ranches  in  1966  were  lower  fleece 
weights  and  a continuing  low  price 
received  for  wool.  The  announce- 
ment of  an  increase  in  the  wool 
program  incentive  payment  to  65 
cents  from  the  62  cents  per  pound 
level  of  the  past  several  years 
encouraged  ranchers  to  anticipate 
an  increase  in  returns.  However, 
the  big  price  increase  expected  for 
wool  failed  to  materialize.  The  dis- 
appointment was  increased  when 
ranchers  realized  that  prices  re- 
ceived in  the  Southwest  were  less 
than  the  national  average.  Incentive 
payments  plus  the  market  price  for 
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wool  in  the  Southwest  in  1 966  totaled 
56  cents  per  pound,  only  2 cents 
above  the  1965  combined  price,  but 
9 cents  below  the  national  incentive 
level. 

Partially  compensating  for  the 
unfavorable  price  of  wool  was  the 
1-  to  2-cent  increase  in  the  prices 
received  per  pound  for  lambs.  Cash 
receipts  increased  to  a very  favor- 
able level  as  sheep  ranchers  with 
large  numbers  of  sheep  in  their 
inventories  cashed  in  on  the  higher 
prices  and  the  buildup  in  band  sizes 
that  was  begun  in  1964.  Band  sizes 
were  reduced  during  1966  while 
the  small  cattle  enterprise  was 
expanded.  Gross  income  per  ranch 
in  1966  reached  a record  level, 
surpassing  the  previous  record  of 
1951  by  $3,000  per  ranch. 

Cash  expenditures  remained  at 
or  near  the  high  plateau  established 
in  1963.  Although  sheep  ranchers 
attempted  to  reduce  expenses  for 
labor,  feed,  and  machinery,  prices 
for  all  three  items  increased,  and 
property  taxes  crept  upward. 

Of  special  concern  to  ranchers  in 
the  Southwest  Region  in  1966  was  the 


continuing  increase  in  the  market 
value  of  rangeland.  Ranchers  who 
attempted  to  expand  their  operations 
were  hindered  by  high  land  prices 
and  high  interest  rates. 

Although  net  ranch  income  in  1966 
on  Southwest  sheep  ranches  was  the 
highest  on  record,  it  was  not  enough 
to  cover  a charge  for  capital  calcu- 
lated at  current  interest  rates.  If  a 
capital  charge  is  estimated,  using 
long-term  interest  rates,  only  a very 
modest  return  is  left  for  the  oper- 
ator and  his  family  for  their  labor 
and  management. 

Summary  index  numbers  demon- 
strate the  effect  of  a substantial 
increase  in  production  in  1966  on 
sheep  ranches  inthe  Southwest.  Cost 
rates,  measured  by  the  index  of 
prices  paid,  advanced  7 percent 
from  1965  to  1966.  However,  chiefly 
because  of  a gain  of  1 3 percent  in 
net  ranch  production,  efficiency  in 
terms  of  production  per  unit  of  input 
and  per  hour  of  labor  showed  con- 
siderable improvement.  Because  the 
increase  in  efficiency  was  greater 
than  the  increase  in  cost  rates,  oper- 
ating expense  per  unit  of  production 
and  total  cost  per  unit  of  production 
declined  in  1966. 
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